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261—71.4 (403) Withholding agreements.
71.4(1) Designated account. An approved pilot project city may provide by city ordinance for a

designated account for the deposit of funds generated through withholding agreements under the targeted
jobs withholding tax credit program.

71.4(2) Entering into an agreement. A pilot project city may enter into a withholding agreement
with a business locating to the community from another state that is creating or retaining targeted jobs
in an urban renewal area. The pilot project city may enter into a withholding agreement with a business
currently located in Iowa only if the business is creating at least ten new jobs or making a qualifying
investment of at least $500,000 within the urban renewal area. The total award amount of withholding
tax credits cannot exceed the total amount of land and site preparation costs and capital investment of
depreciable assets in the project. A business shall not be obligated to enter into a withholding agreement
with a pilot project city. A pilot project city shall not enter into a withholding agreement with a business
after June 30, 2010.

71.4(3) Required components of a withholding agreement. A withholding agreement shall be
disclosed to the public and shall contain all of the following:

a. A copy of the adopted development agreement between the pilot project city and employer,
including how withholding funds generated by the city will be used.

b. A list of all other incentives or financial assistance the business has requested or is receiving
from other federal, state, or local economic development programs including loans, grants, forgivable
loans, and tax credits.

c. The amount of assistance provided by the pilot project city for the project.
d. Documentation of the approval of the project by local participating authorities.
71.4(4) Length of withholding agreements. A withholding agreement may have a term of up to ten

years.
71.4(5) Withholding generated through the program.
a. Once a pilot project city and an employer have entered into a withholding agreement, an

amount equal to 3 percent of the gross wages paid by the business to each employee under a withholding
agreement shall be credited from the payment made by the employer pursuant to Iowa Code Supplement
section 422.16. If the amount of withholding by the employer is less than 3 percent of the gross wages
paid to the employees covered by the withholding agreement, the employer shall receive a credit against
other withholding taxes due by the employer or may carry the credit forward for up to ten years or until
depleted, whichever occurs first.

b. The employer shall submit the amount of the credit quarterly, in the same manner as
withholding payments are made to the department of revenue, to the pilot project city.

c. An employee whose wages are subject to a withholding agreement shall receive full credit for
the amount withheld under the targeted jobs withholding tax credit program as provided in Iowa Code
Supplement section 422.16.

71.4(6) Use of withholding funds. A pilot project city shall allocate the withholding funds into a
designated account in the special fund for the urban renewal area in which the targeted jobs are located.
All funds deposited shall be used or pledged by the pilot project city for an urban renewal project related
to the employer pursuant to the withholding agreement.

71.4(7) Local match requirement. A pilot project city entering into a withholding agreement shall
arrange for a match of at least one dollar for each withholding dollar received by the city. The local
match may come from the pilot project city, a private donor, or the employer or a combination of the
three. Local matches may be in the form of cash or in-kind contributions to be used for the project.
Additionally, the pilot project city is required to provide local financial support to the project in one of
the two following forms or their equivalent values:

a. Tax abatement for the project, as provided under Iowa Code chapter 427B.
b. Local participation in the form of a cash grant or in-kind grant that is equal to the value of tax

abatement under Iowa Code chapter 427B, under the established five-year sliding scale, or 10 percent of
the total award amount of withholding tax credits, whichever is less.
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71.4(8) Termination of a withholding agreement. Following the termination of a withholding
agreement, the employer credits shall cease and any funds received by the pilot project city after the
agreement has been terminated shall be remitted to the state treasurer to be deposited in the general
fund of the state. The pilot project city shall notify the department of revenue and the department of
economic development within 30 days of the termination of the withholding agreement. If the employer
does not meet the requirements of the withholding agreement, the agreement shall be terminated and any
withholding credits for the employer shall cease. If the employer has created or retained the required
number of new jobs under the agreement, and the number of jobs falls below the required level, the
employer shall not be considered in default until 18 months after the date of the decrease in new jobs.

71.4(9) Participation in other programs. An employer may participate in the Iowa industrial
new jobs training program under Iowa Code Supplement section 260E.5 or may claim a supplemental
withholding credit under Iowa Code Supplement section 15E.197, at the same time the employer is
participating in the targeted jobs withholding tax credit program. The withholding credit under section
260E.5 and the supplemental withholding credit under section 15E.197 shall be collected and disbursed
prior to the collection and disbursement of the withholding credit under the targeted jobs withholding
tax credit program.
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